This paper focuses on the restructuring of Moldovan industry. Its purpose is to analyse the actual situation, the experience of restructuring and the role that industrial restructuring can play in favouring the process of obtaining economic stability and growth. The central conclusion of this paper is that the restructuring of Moldovan industry is an obligatory step of the economic transformation process. Current economic difficulties have both microeconomic and political causes. They are rooted in the industrial structure that generate losses as the result of the low-level competitiveness; in the loss of traditional export partners for our industry; in the high level of criminalization of the economy.
Introduction

Background
The Republic of Moldova is one of the new independent states that appeared on the map of Europe after the disintegration of the Soviet Union in 1991. Geographically, the Republic is situated as a bridge between two worlds: the former soviet republics in the east and countries of Eastern and Central Europe to the west. The economic priorities are considered to be bilateral connections of Moldova with the CIS and European countries and the USA as well.
An impression about the Moldovan economy can not be completed without picturing its main components before the transition. All the data shown below cover the last years of the former Soviet Union period. The Moldovan economy was both agricultural and industrial.
Agriculture and industry made up approximately 75% of the Gross Domestic Product. About 10% were used for construction, 8% for transportation and communication and 6% for trade.
The industry included approximately 600 large and middle-sized enterprises and associations.
About 305 000 people were employed in this field. Among the branches of the industry there were the following: food industry 46%, electric power engineering 17.5%, machinery and metal products industry 11%, light industry 6%, construction 4.5%. The winemaking industry accounted for about 25% of GDP and tobacco industry 12%. Industrial capacities gave the possibility to process 1.4 million tonnes of grapes, 1.6 million bottles of champagne, 2025 million hekalitres of wine materials, 500 thousand tonnes of sugar, and 50 thousand tonnes of tobacco.
Moldova has passed through "shock therapy" during 1992-1996. It is apparent from the following measures: the liberalisation of prices and tariffs including foreign trade; the introduction of the national currency on November 29, 1993, exchange rate stability mainly by means of monetary "compression", weighted budgetary policy, decrease of expenditures and budget deficit; the transition from credits on favourable conditions and other subsidies for enterprises to the credit auctions of the National Bank; rapid (for 2 years) realisation of mass voucher-type privatisation; secondary employment within the framework of a growing private sector. Macroeconomic changes brought about after 1993 are reflected in a considerable degree of inflation (32% per month in 1993, 6% in 1994, 1.8% in 1995 and 1.2% in 1996) , decrease of budget deficit from 6.2% to 3.6% of GDP. The local currency exchange rate was rather stable (from 3.9 to 4.6 Moldovan Lei for US $1). The National Bank credit refinancing rate realised through auctions was lowered from 37.7% in the beginning of 1994 to 19% in the middle of 1996. In 1997, the recession slowed down.
In Moldova, the mass privatisation for patrimonial bonds (PBs) and money was declared in 1993-1996. More than 3 million citizens received the PBs to participate in auctions to acquire state-property entities. During two years 2235 enterprises have been privatised in Moldova.
88% of PB owners have invested their bonds through 50 investment funds and trust companies. In 1995, the stock exchange was opened in Chisinau-the capital of the country.
Since that, it has increased the amount of security transactions.
The major issue confronting the Republic of Moldova is how to modify the structure of the national economy in accordance with market forces and to get the country's economy growing again. The Republic of Moldova enjoyed a strong tradition of wine producing but it does not have much experience in external trade. We must mention, that among the problems of industrial branches restructuring, the problem of wine processing branch restructuring is especially important. In 1994, EBRD gave a credit to "Vininvest", a private Moldovan corporation. The total cost of wine-making industry modernisation project credit for the corporation is US $ 49.3 million, of which US $ 30 million have been given by EBRD. The project includes three aspects: modernisation of 10 wine-making plants; construction of the European standard bottle producing factory, and technical assistance to the management improvement. Accompanying the decrease in productivity rates in the 1990s, there was a corresponding decrease of traditional markets for selling Moldovan goods. The majority of production was targeted toward export to Russia and for domestic consumption.
The key component of the issues of Moldovan industrial policy is the provision of the necessary quantity of energy resources. Moldova imports more than 97% of these resources. This is the ground for the annual deficit of external payments-about 100 mill. US dollars.
Therefore, changing the energy consumption structure is a general impediment to successful restructuring.
Main thrusts of economic reforms
The following is a list of the main activities directed toward the economic transformation:
The following measures have been taken to restore the GDP growth and price stability:
1. New currency introduced in November 1993; 2. Stabilisation program with defined ceilings for total credits.
The following measures have been taken to improve the ownership structure of the enterprise sector: , the Government adopted the Concept of Industrial Policy of Moldova. This concept can be regarded as a starting-point for the industrial policy development. After analysing the main points of this Concept, we are going to show how this concept may be complemented in order to implement the industrial policy more effectively in accordance with European standards (GRM, 1996) .
Measures of industrial policy
Goals of Moldovan industrial policy
Industrial policy is regarded by the Government of Moldova as an important component of the social and economic policies of the state directed for the support of its industrial sector.
This support is rendered in three ways: legal legislation, economic methods, and the system of organisational activities.
A strategic goal of Moldovan industrial policy is in forming diversified, highly technological and competitive industrial complex that will ensure the country's economic independence and development, sufficient population's earnings and integration of Moldova into the world economic network.
The medium-term prospects of the industrial policy implementation (1990) (1991) (1992) (1993) (1994) (1995) (1996) are defined by the necessity of:
• industrial revival
• finding ways out of the industrial slump
• scientific and technical specialists potential preservation
• enterprises restructuring and their adaptation to market conditions
• easing tensions of social costs of structural reforms
In the very short-run, the goals of the industrial policy are in overcoming the crisis situation and re-starting industrial development through:
• increasing the industrial input in GDP
• choosing priorities
• industrial restructuring
• preservation of scientific and technical specialists potential Choosing priorities means the preferential development of those industries that are oriented towards local labour and material resources in the most optimal way (food and construction industries) as well as high technology and labour consuming branches of the processing industry (e.g. light, engineering industries) with their predominant orientation towards export.
Thus, in the medium-term prospect (1996) (1997) (1998) (1999) (2000) the industrial policy priorities are defined as :
• reduction of material-consuming and labour-consuming industries' proportion
• growth of the proportion of the activities with a considerable input of intellectual work
• the rise in the volumes of production of goods that are much in demand at external • elaboration of programs on industrial co-operation with main partners in Romania and CIS countries (Russia, Ukraine, Byelorussia)
• accelerating the creation of export-oriented free economic zones (preferably in the cities of Chisinau, Ungeni, the southern region) and technical parks (cities of Balti and Tiraspol)
4.
Competition protection and antimonopoly policy 5. Employment policy, human resources development 6. Ensuring ecological security 1.3.5 Target-oriented programs (by branches, by industrial complexes)
For the period of 1996-2000 the target-oriented programs are the production of:
• power-saving devices and equipment
• agriculture industry sector equipment
• electric pumps
• audio and video equipment and telecommunication systems
• electrical household appliances
• medical equipment and pharmaceuticals
Restructuring of enterprises: legal and institutional framework
The most sensitive problems today are the following: enterprises restructuring; maintenance of the industrial potential of the republic; finding possibilities and means for technical reconstruction, modernisation, conversion, and reorientation of enterprises; retaining working places; and producing goods to be exported.
To resolve these major problems there have been elaborated and implemented the following important measures oriented towards multilateral sustaining of the enterprises that are in a crisis situation. Commercial banks have been recommended to prolong at least for one year the payoff of credits and interests on credits, to cancel penalties for overdue credits, to convert credits and interests on credits into enterprises' shares.
On making memorandum-agreements, the Government has a possibility to prolong terms of tax payments without penalties. The enterprises can cover a part of their expenditures for the enterprise restructuring from the amount of value added tax.
The current situation
Macroeconomic context and present trends
2.1.1.Recent economic trends
The following section of the paper is based upon the materials of the European Expertise
Service and its project financed by the European Union's TACIS Programme: Moldovan Economic Trends, Quarterly updates, 1997.
Changes in Gross Domestic Product
Moldova has suffered one of the worst balance-of-payments shocks in comparison with the other countries of the Former Soviet Union (FSU). With its lack of energy resources, the country is almost totally dependent upon imports from the FSU: upon oil and natural gas from Russia where prices rose manifold to world prices and coal from Ukraine. The country's major economic sectors, such as agriculture and agricultural processing, are highly dependent on imported fertilisers and other inputs, the prices for which have risen sharply. In contrast,
Moldovan major exports of wine and agriculture-based products faced generally depressed markets in other CIS countries, the collapse of previous marketing outlets and high competition environment. In 1994, the official figures show the Gross Domestic Product (GDP) of Moldova including an estimate for Transnistria, to be falling by 31%, with the following declines of 1.2% (1993), and 29% (1992). There was a further slight fall in GDP of around 3% in 1995. In 1996, a 10% increase has been reached for the first time, although the structure of GDP has been significantly changed. The share of the industrial component kept declining for approximately 12%. (Figure 1 ) During the last five years the decrease in production for different product groups in natural expression reached 90%.
During the last five years the share of shadow economy has grown critically. Following the estimates of foreign experts working within the UNDP project, this share increased from 3%
(1992) to 15% (1996) . The changes in the proportions of GDP in favour of shadow branches has been also proved by the researchers of the Market Problems Research Centre of the Moldovan Academy of Sciences. (see MPRC, 1996) . They estimate both the share and growth of the shadow economy to be considerably higher. Table 3 provides some information on changes in overall employment by sectors activity.
Employment
Note that the 1992 figures include the heavily industrialised Transnistria region while the figures for the other years exclude it. However, it should be taken into consideration that real employment figures are considerably lower. The overwhelming part of industrial enterprises does not work, a considerable part of them having no prospects to restore the production in previous dimensions. In the third quarter of 1996, there were 26,300 registered unemployed. 70% of them are women. 29% received benefits. Nonetheless, there is a widespread hidden unemployment as enterprises respond to the decrease in the demand for their products by forcing their workers to work part-time or take unpaid leave. This is reflected in the dramatic fall in the share of wages and salaries as a proportion of household's income in 1994 and 1995. There are some reasons for the enterprises in Moldova to be unwilling to reduce their unemployment level (the same is for the other countries in transition). Among the reasons are:
shortage of funds to pay severance pay, optimistic expectations for future recovery and traditional ties between enterprises and their workers. On the other hand, the workers are also unwilling to leave their jobs and register themselves as unemployed because of a substantial non-cash component of the worker's income which include retraining and welfare benefits (such as housing, health care, subsidised meals and child care.) Moreover, other opportunities for full-time employment are few and the unemployment benefit is either not paid or very low.
Workers who leave their work voluntarily are not entitled to unemployment benefits. The minimum wage is currently 18 Lei. The mean benefit is around 70 Lei (see . As is evident from Figure 3 , after a slowdown, the inflation rate came down. In the planned economy, the prices for services have been understated. This can be seen in Figure 4 . So, the multiple growth can only be traced for this group. Relative prices for food and non-food goods demonstrate a tendency towards decrease with some variations (Caraganciu A. and Jakovlenko T., 1992) .
Prices and wages
The average nominal wage shows a tendency towards increase. To have a more representative picture, it is necessary to understand that the wages are highly differentiated by the economic sectors and regions of the country. The indicator of the changes in the living standards may be provided by the comparison between the average wage and the "minimum consumption budget", a monthly series calculated at the Ministry of Labour, Social Protection and Family. The present coverage has certain anomalies which make it difficult to use as there is no differentiation between the requirements of different age groups, no separate assessment of requirements for children, although there is a small item included for men and women of working age and for children under one year. Certain items, particularly for food, seem to be overestimated: for instance, minimum requirements for meat and chicken per person are 1.5 Kg per week (76 kg per year), eggs 5.7 (297 per year). In contrast, the requirements for clothing are low. The
Government is planning to revise the coverage of the minimum consumption budget as well as to publish a new minimum subsistence index. In spite of some decrease in the foreign trade balance deficit, the situation still remains a complex one. The foreign trade gives rise to the increasing misbalance. The main reason for that is in the necessity of importing practically 100% of energy resources. 
Electric power sector
The Moldovan power supply is about 3 thousand MW. Today, the electric power we have at our disposal is 1850 MW. It is necessary to underline here that 78% of the electric power sources at our disposal are situated in Transnistria. Thus, there practically exist no possibility to manoeuvre (13% is for the heat and power plant in Chisinau).
General data indicate an evident decrease in electric power consumption by sectors from 1989 to 1996.
The structure of the fuel consumption to generate electric energy has been dramatically changed. In 1990, the share of gas constituted 49% but in 1996 it was more than 72% that once more indicate the dependence of Moldova on importing energy sources (98%). The consumption of coal and mazut has been reduced sharply. Maybe from the ecological standpoint, it is good but as a matter of fact, this is nothing more than the inability of the country to supply prime resources. 
Foreign investment
In October 1, 1995, there were 544 enterprises with foreign and mixed capital registered in the territory of the Republic. In comparison with the 1994, their number has increased by 51.5%. Foreign investments in statutory fund of mixed enterprises were 27.4 million Lei and US $ 42.3 million for October 1995. The most considerable capital flows have been from
Italy-US $ 4.1 mill., Germany-US $ 2.8 mill., Malta-US $ 3.9 mill., Liechtenstein-US $ 2.4 mill., the USA-US $ 1.9 mill., Israel-US $ 1.7 mill., Romania-US $ 0.5 mill. The volume of production produced with the participation of foreign investors has constituted 53 mill. Lei and has grown 1.4-fold in comparison with the corresponding period of the precedent year.
The most significant allocations have been made to the following sectors: food production-US $ 9.9 mill., financial activity-US $ 7.7 mill., trade and services-US $ 7.1 mill., hotels and restaurants-US $ 5.4 mill. Regretfully, mixed enterprises with the participation of foreign capital are not usually included to official statistics. Thus, only 285 enterprises out of 544 have presented evidence of their activities to the statistics institutions.
The exchange rate
The exchange rate is determined daily at auctions at the Moldovan Interbank Foreign Current Exchange Market. The National Bank of Moldova intervenes in the foreign exchange market in accordance with its overall monetary policy targets and with the aim of smoothing out the fluctuations in the exchange rate. There are no restrictions on current account transactions. Source: National Bank of Moldova.
As is evident from Figure 11 , the nominal exchange rate was being depreciated very slowly.
External debt
The stock of Moldova's external Debt is currently $950.7 million. More than a half of the debt (52%) is comprised of long-term loans with maturity of 10 years or longer. About 21%
are medium-term loans with maturity dates ranging from 5 to 10 years. For January 1, 1997, the National Bank of Moldova's reserves were $314.7 million in comparison with $256.8 million for January 1, 1996. Net foreign assets amounted to $44.5 million up from $26.1 million (NB, 1997). 
Measures related to international investment and trade
Agricultural and agricultural processing sectors continue to increase their already dominant share of total exports. The other sectors that showed a significant increase in value terms were mainly textiles. There were significant falls in the export of metals and metal products. The sector "food products, beverage and tobacco" accounted for 57% of all trade in terms of value in 1996 compared with just over 50% for 1995 as a whole. The major items under this sector are wine and wine products. Such items alone were responsible for 32% of all exports.
The other items are processed fruits and vegetables which accounted for 9% of all exports, tobacco with 10% of all exports and sugar 6%. The growth in unit dollar prices explained approximately half the overall growth in the value of the sector in the first nine months of the year.
The exports structure has been changed during the last year. Traditional Moldovan production gains its positions at foreign markets (processed or preserved tomatoes, fruit and vegetables, juices, raw wine, bottled wine). The share of this produce exports to the CIS countries is increasing. However, a considerable relative growth in exporting these products to non-CIS countries looks even more optimistic. During the last year against the background of general reduction of the traditional re-exports share, the growth of such local production as food, beverages and tobacco at approximately 20% looks to be positive. 
Industrial adjustment and restructuring
Industry-related environmental and energy policies
According to the opinion of the World bank's experts, the restructuring of the electric power sector should be based on the following provisions:
• Creation of private companies to collect debts for electric power consuming
• Including all the privileges for the electric power usage to the budget
• An information system creation to control electric power consumption and payments for it.
• Creation a monitoring system to measure the usage of energy
• Increasing tariffs for payments for electric energy (see Efros G., 1997) Today, the ecological situation in Moldova has become considerably better because the economic situation has become worse, the industry is in stagnation, the agriculture has stopped to use chemicals. The positive effect of this situation has lead to the environmental amelioration. However, when elaborating the industrial policy of Moldova, it is necessary to consider the elaboration of legislative barriers for ecologically harmful industries.
Some measures are undertaken to more efficiently utilise the technical assistance that has been apportioned to the republic. According to the Decision of the Government No 426 of June
21, 1995" On the Agency on Restructuring and Technical Assistance to Enterprises in the
Post-privatisation Period", the technical assistance given to the Republic by donation international organisations and countries has been concentrated to undertake the enterprises'
restructuring. Under the pilot program, the Agency has started the restructuring of 10 enterprises: "Zorile", "Farmaco", "Piele", "Stejaur", "Spectrul", "Balteanca", "Moldagrotechnica", "Flamingo", "Nistru" and "Masfrigcomplect".
Through the intermediary of foreign companies, foreign countries contribute to the technical assistance to enterprises. Thus, Germany has started the restructuring of two enterprises ("Inconmas","Tricon") through the intermediary of German Society for Technical Collaboration (GTZ). In 1995, the USA Agency for International Development (USAID) opened the Centre for the Private Business Reform, that has selected and is rendering its assistance to make the restructuring of seventeen enterprises.
Policies directed to industrial sectors
Moldova has completely refused the direct financing of any industrial branches or industries.
However, there exists a number of enterprises that have been a constituent part of the defence complex of the FSU, e.g. the Association "Reut" of Balti (nuclear submarines equipment), the "Mezon" plant of Chisanau (radio equipment for various classes missiles), the Association "Sigma" of Chisinau (board computers for military aircraft), etc. It is clear that these enterprises have no orders now and practically have not worked for the last five years.
Preserving these enterprises in a modified form is an important task for the Government of the republic. These enterprises are seen as breeding grounds for supporting the intellectual potential of the population at the level worthy of the XXI century. Among the measures for these enterprises support the share participation of transnational corporations is supposed or these enterprises could be sold to these corporations as a whole. The other possibility could be the creation of industrial parks on the base of these enterprises to provide for the corresponding trends of scientific and technical progress (Caraganciu A. and Poisik M., 1995) .
Major impediments
Institutional power sharing
Lack of SMEs. Measures to support small and medium enterprises (SMEs).
A number of measures has been undertaken to create favourable conditions for the development of entrepreneurship. (As a result, for January 1, 1996 there were registered more than 81 thousand of economic agents versus 21 thousand in 1992). Paid services for population at officially 80 13 7
registered enterprises
Volume of production (jobs and services) for principle branches of national economy by forms of property in 1996.
The development of entrepreneurship is hampered because of many unresolved. They are connected with a general ineffectiveness of the legislative, fiscal, credit and financial systems, external economic relations and absence of a discipline among economic agents in implementation their contracts, a reduced level of the entrepreneur ethics, bureaucracy abuse and complicated criminal situation.
There can be mentioned both corresponding credit lines to support private sector SMEs and the local Law on small business support adopted in 1994. Lets follow the main provisions of the local Law. Small businesses will benefit from the support of the state which will be rendered in different forms, using various methods of support and financial sources. There will be utilised the support of both types of organisations state and non-state. The implementation of all these organisations' obligations will be stable. The support will be widely publicised and possible kinds of privileges will be used. The promotion of the state policy and co-ordination of the work in the sphere of the small business support will be effected by a newly organised Fund for the Support of Entrepreneurship and Small Business Development. Main types of the state support for the agencies of small business are:
• financial and economic support in the form of credits and assistance, fiscal privileges, customs privileges, utilisation of accelerated depreciation methods
• technical and material support in producing state-aimed production
• support in commercialisation of production effected by making contracts for the supply of state-aimed production and guarantees for its commercialisation
• organisational assistance to simplify registration procedures, training and re-training of personnel (training abroad including), information and consulting services
Consumption of materials and electric energy and power resources
As the prices for the electric power resources have been subventional, the consumption of materials and energy is higher than international standards for the given level of technology.
For example, Moldova consumes 1.4 Kg of conventional fuel /1 dollar of GDP while a medium consumption level in the countries of Central and Eastern Europe is 0.81 and in the countries of Western Europe this ratio is 0.31. In general in Moldova, the consumption of prime materials is 2-4 times higher than the one in western countries.
Technology and equipment
In spite of the fact that in general processes of production attract special attention, technology and technical procedures are mainly retrograde. The majority of enterprises has old utilities and equipment ( 75% of which are morally and physically outdated.)
Marketing
The centralised system of the planned economy made no incentives for the enterprises to develop new production and research markets systematically. Marketing has been understood as a stage of sales. As a result, the enterprises are ignorant of new dynamic changes at the markets.
Enterprises management
There is no general concept of management in the Republic. As a rule, the top management at the enterprises are conservative and inflexible. Not so many of them are capable to turn from the quantitative biases of the planning system to the development of an efficient management system and a market-oriented management culture, all this being in the conditions of little incentives for their concentration on the basic activities and the absence of their general knowledge on the market economy in such fields as financing, marketing, sales, quality control, business plans, investment projects elaboration, etc. The financial information is mainly outward-oriented (reports to ministries and controlling organisations.) The absence of an inward oriented accounting information does not permit managers to make correct decisions. The utilisation of the traditional control system does not adequately reflect the finance situation at the enterprises. Being a bankrupt, an enterprise would report profits that should be taxable. The evaluation of assets is being done without taking into consideration such fact as inflation (e.g. inventory accounting.) In the evaluation of social assets, the indices of gains/losses for the period of reporting and for previous periods are not used. Net sells (a principal source of income of enterprises) are determined not from the moment of delivery but only upon they are paid.
Legislative base
The absence of new Civil and Labour Codes makes it difficult to implement necessary changes at the enterprises during the periods of privatisation and post-privatisation (to make them follow the contractual discipline, implement obligations to their shareholders, possibilities and procedures of disposal of excessive personnel, etc.) The problem of making loans against land has not been decided yet at the legislative level. This makes it difficult to obtain credits (See also Poisik M., forthcoming).
Banks-enterprises relations
Interest rates of commercial banks remain very high. The banks adhere to a short-term loan policy from 3 to 6 months that is not enough for the enterprises as the production cycle at most of them is long (4 months). This creates a network of mutually connected debts. A big danger for those financing institutions is in forming doubtful credit portfolios.
Corporate management
On the completion of the mass privatisation process, joint stock companies have not created effective corporate management structures yet. A diffusion of property has taken place. Joint stock companies have registered a big number of amorphous shareholders. The top management of these companies has remained unchanged. The anticipated performance success of such companies has not been gained. The mass privatisation program has not solved the problem of financial sources.
The blocks of the above mentioned problems have determined a low competitiveness of the enterprises and an absence of a financial discipline.
Criminalization
Among transition economies, the post-Soviet economies have specific characteristics that distinguish them from similar economies in Europe or Asia or elsewhere. Chief among these differences is the absence of any real ownership of former state property during the long period of time from the "perestroika" beginning till today. Everything is talking us that this situation will be maintain for the essential period of time. Why do post-Soviet economies have this unique characteristic? The answer is that the system of economic management that was adopted during the post-revolution period strengthened the communist leadership structure, and persecution stifled any activity that could be construed as having market characteristics.
From the beginning of economic liberalisation in 1988 (the so-called Gorbaciov's "Cooperation Movement") the state leadership of the Soviet Union cancelled its control and management oversight of state-owned enterprises. No new owners were created. The lack of a regulatory and legal environment, combined with the newly adopted hands-off policy of government, contributed to serious accountability problems in industry. Absent controls, many senior state enterprise managers began to amass large amounts of property, often through illegal and fraudulent means. A separate group of "economic subjects" was thus created, in which assets and resources of the state disappeared into the underground economy. The interest was not connected to any long-term strategic plan of managed enterprises. They solved financial problems themselves and tried to solve these problems fast.
This is the first economic base of organised crime.
The liberalisation of economic life before proper controls had been established created other opportunities for illegal activity. The absence of a transparent process to help monitor the ownership interest of state enterprises created opportunities for senior communist party members and Soviet leaders to obtain key positions in lucrative enterprises. Indeed, many firms that have been privatised during the past several years are owned or managed by 'entrepreneurs' who held influential leadership positions prior to the break-up of the Soviet Union. Links between these 'businessmen' and the current leadership has created lobbies in these countries that are counter to democratic governance principles. Thus giving rise to the second economic base of organised crime.
As liberalisation proceeded, the mass privatisation programs sharpened the problems associated with organised crime. One of the fundamental problems with the privatisation schemes was that restitution to former owners was ignored. Part of this problem can be attributed to the fact that few owners still resided in the former Soviet Union. Another issue in the case of Moldova is that a voucher scheme (patrimonial boons) was chosen to redistribute property. This took place in 1994, during a time of extreme economic hardship, few Moldovan citizens had money and foreigners showed little interest in investments or other opportunities. Many citizens invested vouchers directly in privatising enterprises. The ownershop of these enterprises became dispersed amongst thousands of share-holders and nobody had the control pool of shares. Many citizens also lacked an understanding of the voucher process and, in this environment, investment funds were created to exploit the voucher process. As a result, a high concentration of vouchers found their way into the funds, which are run by inexperienced financial managers. This process has undermined corporate governance principles. Large share-holders with like interests dominate ownership of the firms, shareholder control is rarely exercised and enterprise managers are not pressured to create further shareholder wealth, or develop strategies that would contribute to the longterm financial health of the enterprise. This gives rise to the third base of organised crime.
A final economic problem associated organised crime in transition economies has to do with a lack of credit available via financial institutions for enterprises. Rapid inflation, exacerbated by enterprise financial losses, contributed to poor credit ratings in many firms. As wage and tax arrears increased, many firms turned to debt instruments to cover losses. Soon, however, banks cut off funding to these enterprises, and cash payments were demanded from creditors.
Now enterprises function but all payments are made in cash out of banking accounts. This makes financial control over enterprises absolutely impossible. All efforts for accounts opening do not give the results, because of the existence of powerful groups interested in preserving the current situation. This is the fourth economic base of organised crime.
The weakness and corruption of power make the solution difficult. It is necessary for new young persons come to the top manager level of countries.
Policy priorities
Regional development policies
With the relatively even development of the northern, central and southern Prut river regions, the centre of the southern zone (the Gagauz autonomy) drops behind considerably.
Gagauz Eri (with the administrative centre in the city of Comrat) is a new autonomous formation in the southern part of the Republic of Moldova. The territory of the Gagauz region is 3,131 square kilometres. The population, mostly represented by the national minority of the Republic -Gagauzs -is 246,6 thousand of people.
The autonomous formation Gagauz Eri represents a socially and economically specific region.
The agricultural production is dominating in its national economy, The measures of the industrial policy in this region should be specific and take into consideration that this is underindustrialised region with unfavourable conditions for the development of industry (water and electric power insufficiency, relatively low literacy of population, and high climate risk in agriculture).
Labour mobility, labour training and retraining
In spite of attempts to start solving the problems of labour force re-training and labour mobility, the elaborated in 1992 Program of Employment adopted by the Government, has not been adopted by the Parliament yet. Just recently, the Decision "On the Organisation of Re-training of National Economy Specialists" has been adopted.
Organisational and production structure
Let us more carefully regard the situation at industrial enterprises and the blocks of problems that these enterprises face. Today, the structure of production remains complicated. To a great extent, this can be explained by the fact that it is organised in monopolies narrowly specialised (e.g. electronic-industry enterprises, special equipment enterprises, etc.). The forms of industrial organisation favoured enterprises to act as charitable institutions in the social sphere forming a wide range of facilities for their staff such as schools, kindergartens, sanatoria, rest houses, etc.
Competition protection and antimonopoly policy
Regulatory reform and competition policy in industry
The Law "On Restricting the monopoly activity and competition development" was adopted in 1994.
Big monopoly enterprises with a predominant share of production in a particular branch and concentrated economic structures are the heritage of the centralised economy. Its demolition has aggravated the situation at these enterprises (losses, debts, unemployment) to a great extent. In Moldova at the most industrial branches, the monopoly enterprises have appeared not because of technical (the case of Moldovan electric power station, Metallurgy plant of Ribnita) but organisational concentration. So, at the enterprises level, the demonopolisation and competition development are the key-points of the industrial policy.
The following laws are the legal base for the decentralisation: "On competition protection", "On entrepreneurship and enterprises", "On joint stock companies", "On enterprises restructuring". The organisational and practical measures are the enterprises down-sizing and means of communication development. The structures created according to the laws "On financial and industrial groups", "On holding companies" are also to function in the framework of the antimonopoly policy. Imports can be considered as a real source of competitiveness at a number of enterprises. The existing tendencies to resist the antimonopoly policy can entail certain hardships for clients (prices) as well as for the enterprises themselves (inability to renovation). It is necessary to rise the status and capability of the state body on antimonopoly policy and competition protection to make it corresponding to the provisions of international economic relations in the European community.
Measures to promote industrial investment.
According to the estimates of German experts from the GTZ consulting company (see Hillebrandt, 1996) , legal policies for foreign investors are consistent with existing international standards and can be qualified as being referential (a priority-type). The local tax legislation provides for tax privileges for the part of profit that is re-invested in priority branches of the industrial production. the list of priority branches was adopted by the Decision of the Government in 1993.
Classification of enterprises
There can be formed four following groups of enterprises (Caraganciu A. and Poisik M., 1995) :
Promising enterprises
• this is a small group of the enterprises with a tradable production
• they are based on local raw materials
• their operational cycle is relatively short in comparison with other enterprises
• they control an important share of local markets
• they have not lost relations with their suppliers and consumers
• they have an experience of dealing with the western markets
• they have an advantage in prices versus external producers of similar goods This group includes food processing enterprises, some light industry enterprises, those that produce natural leather and fur articles, clothes, carpets, construction materials, and pharmaceutical products and perfumeries. The number of employees at these enterprises does not exceed 4-5% of total number of workers These enterprises could be successfully restructured.
Enterprises that confront serious structural problems:
• use imported raw materials
• are generators of losses
• have lost a considerable part of markets (but not all of them)
• will not be in a position to increase the volume of deals without the development and rapid growth of the volume of suggested services
This group includes enterprises that produce a very essential and important equipment for the agricultural sector, enterprises of light industry (textiles, knitted fabric, artificial leather and rubber products industries, furniture industry, chemicals, packaging materials production, machinery (pumps, medical equipment, household electricity equipment production. These enterprises should undergo fundamental changes and could become candidates for the allaround complex restructuring.
Enterprises of the former military complex (6% of the total number of workers):
• posses advanced technologies and produce a narrowly specialised production
• posses a rather skilled staff
• possess a rather modern equipment
• are big generators of losses
• their production and markets are not well defined These enterprises are included in the conversion program and need a considerable investment to develop new production.
Other enterprises:
• do not have production that can be commercialised
• have lost their markets
• have considerable debts and are unlikely to reimburse them without a direct help of creditors Expenses for the rehabilitation of some of such enterprises cannot be justified from the economic point of view.
Technical assistance
The experience of the Central and Eastern European countries that have presented their ambitious restructuring programs shows that:
1) The possibility of reimbursement of debts to the creditors becomes a delusion in the case when no real and well-reasoned business plans exist 2) Even the most sophisticated plans are useless if not implemented
Only managers motivated to learn how to manage enterprises in new conditions and ready to assume responsibilities for certain risks could assure the implementation of the programs.
To elaborate and implement such programs, the participators in the restructuring process have to possess a relevant knowledge.
The transfer of know-how can be effected with:
1. the establishment of co-operative links with foreign partner firms (the case of strategic investors);
2. the assistance of foreign and local consultants, financed within special projects 
Conclusion and industrial policy recommendations
The objective of this paper is to underline the main problems to be solved in the short-term to ameliorate the industrial situation in the Republic.
The macrostabilization of the national economy having been reached since 1994 is fragmentary and not stable. To gain a steady stability and thus to increase a general effectiveness, it is necessary to ensure the realisation of structural changes in the economy. It is necessary to restructure in favour of profitable branches. Big enterprises and even industrial branches that are generators of losses have also to be restructured. Let us stop at the following main points of industrial policy that should insure necessary reorganisation:
1. It is necessary to stimulate and support the creation of a big number of small agricultural production processing enterprises. The present structure of agriculture is extremely ineffective. Agricultural enterprises have no possibility to store and preserve processed products for a long time. Taking into consideration the fact that the share of the agricultural industry is more than a half, this issue is especially important.
2. The structure of the national economy should be also modified in favour of those branches that consume less electric power resources. The existing system of payments for the consumption of energy is one of the main distracters of the enterprises' economic system because of the fact that payments for the population' energy consumption are places upon enterprises.
3. Non-payments problems. Enterprises, when performing their economic activity, make their payments either by passing their bank accounts or using cash, or using accounts of dummy firms. This creates prerequisites for the Criminalisation of the economic activity.
Until there appears an effective mechanism that would make enterprises work in a civilised manner, meaning using their own accounts to make payments, it has no sense even to speak about the management of the economy. The enterprises' debts to state and banks must be prolonged or eliminated immediately. It should be made with Council of Main Creditors assistance. The enterprises should be forced to make all transfers of money exceptionally through banking accounts 4. As a result of mass privatisation, a proprietor appeared to be dispersed in tens of thousands of shareholders that have no culture and skills for the corporate governance.
Hired managers turned out to be not controlled. This also creates prerequisites for the Criminalisation. A whole complex of measures to make incentives for the quickest capital concentration and forming control packages of shares is to be taken. The control pool of shares must be formed for efficient corporate management. The process of its forming will take a long period of time. The Government must to name, on transparent tender base, the managers for former state enterprises for this period of time. These managers will be under State Department of Industry and share-holders control. Their functions will expire when control pool of shares forms;
5. To accelerate the enterprises restructuring process for it to have a mass nature, forming and state certifying of more councils of creditors is necessary.
6. The industry that forms a financial base of the economic system keeps degrading. This threatens the whole economic stability. For the last years, the state existed at the expense of the enterprises' own finance. The mechanism of this phenomena was based on the incorrect accounting system. Under this system depreciation amounts were understated and non-existing profit was shown at the enterprises' accounts. This profit was taxable for the benefit of the state. Thus, enterprises' own funds were transferred to the budget.
7. The creation of working places in the sphere of small business and services is to become the main priority of economic policy. 
